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NSC BRIEVING
MORALE ON FORMOSA

f. ChiNat morale, in general, hss been under incressed pressure
in recent weeks as result both of Summit conference and of
current “ambassadorial” talks at Gomeva.

A. Controlled press on Formosz Warns of possible “new Yalts,”
speaks of approaching crisis "worst since 1948.9 First
day of talks called "hiack Honday.™

B. Press clamer undoubtedly reflectis high~level ChiNat fears
that "ambassadorial"™ talks could lead to "solution” in
Formosa Straits which would end ChiNat hopes for mainland
return,

1i. Such ChiNat fears regarding morale on Formosa have some founda-
tion,

25X1C, | _ututas many high-ranking

ChiNat generals have bullt up private fortunes, and have
had opportunity transfer their asgets to USB.

. This group has reportedly given up hopes for mainland
return, and has had encugh of Formosa. This high brass
now ready to bail out.

¢. Chiang Eai-shek would almost certainly be sware of such
attitude among high-ranking gemerals. tbiguitous security
organization of son Chiang Ching-kuo keeps him well informed,

I111. This may throw curreat case of General Sun Li-jen into new focus-—-

possible that whole eplsode ig move by Gimo to stiffen morale at
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4. Sun would be particularly uaaful vietinm, as his destruction
would demonstrate that Americans are powerless to help
their freinds on Formo=a.

B. @8rowing imdications that fiats will make Sun Ccase 2 cCruse
celebre.

1. X¥adsme Chiang has eslled it "very perious business,”
on par with Sian incident (1936)--when Gimo kidsapped
by ex-Nanchurian "Young garshal” Chang Hsueh-liang.

2. pefepse Ministry, in effort which Embaesy calls
*gtrained,” has charged that 26 July defection of three
junior officers (ome 3 G-2 photo-interpreter and one
enlisted man from Matsu is part of “Hum Li~jen plot.”

iV. GSun case has been developing since early June, although Gimo

did not close im on his former personal C of 8 until 29 July,

when Sun‘'s "resignation” under charges of sedition announced,

A, Earlier, Gimo bad told American officinls of alleged
"plot™ by young army afficers who planned mass protest at
presidential revie (6 June).

B. Protest supposedly designed to impress Gimo with need for
army reform, to demand repoval of ¢ of § Peng Meng-chi
and his replacement by Gen. Sun.

C. "Plot™ allegedly discovered and aboried by Chiang Ching-
kuo security men. Sun says they later extracted confessions
from supposed plotters by torture, implicating aim.

p. Sun has told Embassy he sowmalting arrest and feariul

for his life,
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Y. VWhether or not Sun "plot" is eiaa pinn to stiffen resmolve of

top military commanders, pwblic destruction of this sable

officer may backfire badly.

A. Can open wide fissures in morale of junior and middle-level
commanders in ChiNat armed forces, which already under atress.

B. Younger officers {(imcluding division commanders) heavily
indoctrisated with “back to mainland" idedegy, have been
chafing from imsction. Xf stuck on Formosa, these officers
face desd-end future, since island is slready overpopulated
with superannuated generals,

C. Such commanders also under hamssmesnt by pelitical officers,
who controlled by Chisng Chiag-kmo.

D. Forced resignation of Sun might appear to younger commanders
as example of callous throat cutting possibly im sbre for
other patriotic and outspoken officers,

E. Whatever effectmy be within sray, Sun's ouster will be
interpreted as victory for young Chiang, depress morale
of westernized Chinese still on Formosa,

1., Earlier casualty in this graup‘vna ex~governor X. C. ¥Wu,
who blasted Formosa "police state” from safety of U8

last year.
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